This can be attributed to a number of factors. Firstly, services were regarded as nontradable intangible goods. Indeed, it is because of this that international trade theory (both the traditional school and new trade theory) largely neglected trade in services as a peripheral activity.
Secondly, international trade in services is difficult to measure. Services are intangible products that are produced and absorbed simultaneously. Consequently, international trade flows are difficult to capture in balance of payment statistics as no physical object crosses the customs points.
Thirdly, it is only recent with the advent of MSITS and extended BMP5 that detailed universal international standards on what should be classified as services came out and is not yet in use in many countries. Thus for a long time, services data have been collected on the basis of the BMP5, which has many limitations, notably the lack of bilateral trade flow data. The following problems are based on Hoekman (1995) analysis.
Aggregation, consistency and coverage
It is not very easy to know whether a particular classification is consistently applied across countries (e.g. classification used by SARB and the US Bureau for Economic Analysis). Moreover, the level of aggregation available in data on services is limited in comparison with merchandise, which makes the computation of IIT indices prone to sectoral aggregation bias.
Real vs. nominal international trade data
Data for international trade in services are available in nominal value terms (rands or US dollars). There are no quantities or prices, which makes it difficult to interpret growth of trade in services because the price effects cannot be factored out. Moreover, data on quality improvements in service products, a crucial element in technological improvement over time, is not available.
Concordance with sectoral GDP and employment data from national income accounts
The classification of service trade data is not concordant with that of domestic valueadded (GDP) and employment. Although BMP5, which has been the basis of data collection for most countries since 1993, attempted to deal with the problem of inconsistency and aggregation, much still needs to be done. Firstly, trade data is not reported on an "origin" and "destination" basis and this makes it difficult to model IIT in services without suffering from geographical aggregation bias. Secondly, some items of service trade in BMP5 have no counterparts in the national accounts and employment produced by national data collecting agencies such as STATSSA in South Africa. This is true for the categories "travel"; "government services not included elsewhere" and "royalties and license fees", among others.
It is against this background that mirrored exports and imports data from the US Bureau for Economic Analysis for the period 1992-2003 is used in this study.
Data from the US Bureau for Economic Analysis (BEA)
BEA is the primary collector of data on US international transactions in private services.
The BEA classification is based on broad "standard components" in BMP5. Many of the categories in the surveys also correspond to the categories in other classification system for trade in services e.g. MSITS. The BEA system includes all of the manuals' components for services, but with further breakdowns within some groups.
According to US department of commerce (1998), the definitions that underlie the transactions in private services covered by the BEA's surveys are the same as those that underlie the balance of payments accounts. Thus an international transaction is a transaction between a resident and a non-resident, or foreigner. Affiliates of multinational companies are regarded as residents of the countries where they are located rather than the countries of the owners. For instance, Coca Cola South Africa is regarded as resident in South Africa and not the US.
This data is consistent and is more disaggregated than data from SARB or BMP5.
However, there are some limitations, such as lack of price data and difficulties in relating with the national accounts data in South Africa. The detailed description of service industries is presented in Tables A.13 through A.16 in the appendix.
Nominal Vs real data
In the long run if prices of services are not distorted by government intervention, perfectly competitive markets will ensure that nominal exports indicate the minimal attainable resource costs of a service. However, in the short-run under conditions of imperfect competition, price differences that reflect international inter-sectoral differences in competitiveness may distort the picture of actual relative resource costs and specialisation. Similarly, high variability in nominal exchange rates and domestic inflation may make the nominal unit values not reflect the resource costs of production.
However, the calculation of real exports and imports data requires information on sectoral price indices. This data is not available for South Africa. Since using the overall price index would distort the data, the study uses nominal data. processes; books records and tapes (1994, 1995 and 1996) and general use computer software. Although it is problematic to discern trends on affiliated services due to unreported data, payments to US parents by South African affiliates are more than payments to US affiliates by South African parents. This means that there are more American affiliates in South Africa than the latter in the former.
SOUTH AFRICA-US TRADE IN SERVICES: STRUCTURE AND TRENDS

Trends in South Africa-US total exports and imports of services
Despite the fact that South Africa has trade deficits in most services with the US, passenger fares recorded a surplus.
Threshold of overlap trade (genuine IIT)
The GL index and its variants do not give an explicit methodology to separate interindustry from IIT because the index basically focuses on trade overlap. This implies that any service that has a GL index greater than zero will be deemed two-way trade (IIT).
Andresen (2003), following the work of Abd-el-Rahman (1991) and Fontagné and Freudenberg (1997) , argues that trade within a commodity classification is considered IIT when the value of the minority trade flow represents at least some threshold percentage of the majority trade flows. Specifically, trade is considered IIT if;
Where X and M are exports and imports respectively, whileγ is the threshold percentage.
Most studies (for instance Fontagné and Freudenberg, 1997) use 10 per cent. Notes: (i) (D) means that the US BEA suppressed the data to avoid disclosure of individual companies (ii) Exports flows of less than US $ 500,000 is rounded downwards to US $ 0 million (iii) The column totals do not necessarily sum to the grand total. The grand total is taken directly from the US BEA web site. Notes:(i) (D) means that the US BEA suppressed the data to avoid disclosure of individual companies (ii) Imports flows of less than US $ 500,000 is rounded downwards to US $ 0 million (iii) The column totals do not necessarily sum to the grand total. The grand total is taken directly from the US BEA web site.
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A threshold level of 12 per cent is used in this study to cut off borderline cases. Below this threshold level, the minority flow would not be considered significant since it does not represent a structural feature of trade. Travel services 
Royalties and fees
Other private services S that the US BEA suppressed the data to avoid disclosure of in Notes:(i) "D" means dividual companies e to situations .
South Africa-US IIT in services
aving selected service sectors where IIT is a significant feature of trade, it is imperative owever, these two concerns are not explicitly addressed in this study due to lack of data.
(i) "N/A" means that minority flows, as a percentage of majority flows could not be computed du where it requires division by 0 ice sector in question meets the threshold requirement of 12 per cent (iii) Shaded cells show that the serv 3 H to adjust the data for two features. Firstly, it is important to disentangle HIIT from VIIT since they have different determinants and consequences. Secondly, it is important to separate "extended" IIT so as to take into account the fact that arms-length IIT and crossborder production may be complements rather than substitutes. H Consequently, total IIT in unaffiliated services is computed using unadjusted GL index in Equation 2.21. The GL indices in Table 3 .5 have been calculated while being cognisant of the need to minimise potential biases. Firstly, the indices are computed on a strict bilateral basis thus avoiding geographical aggregation bias highlighted in Section 2.6.1.2.2. Secondly, sectoral aggregation bias is minimised in most service sectors except travel, where IIT is calculated at the most aggregated level. It is assumed that the classification used by US BEA defines an "industry" in an economically meaningful way and does not artificially lump together services. Travel ( The service industries are ranked in decreasing order using the last column. There is considerable difference among industries. Tourism sector is the leading in terms of IIT followed by "other business, professional and testing services". Passenger fares has the lowest level of IIT. The high IIT in travel services shows that South Africa has some competitive advantage relative to the US and this is a structural feature of most middleincome countries.
It is, however, imperative to note some GL index limitations when comparing trade over time. The GL index is homogeneous of degree zero. Caves (1981) and Hamilton and Kniest (1991) , underscore this characteristic by arguing that an equal increase in service exports and imports within an industry owing to trade liberalisation, would raise the quantity of IIT, but its proportion measured by the GL index would remain the same.
If the changes in exports and imports are different, the GL index may give results, which are counterintuitive. For instance, as pointed out by Andresen (2003) , the GL index may increase following an imposition of a trade barrier. This does not mean that the GL index is flawed; rather it should be interpreted cautiously.
MAIN INSIGHTS AND CONCLUDING REMARKS
This chapter sought to provide some descriptive analysis of South Africa-US trade in services. The following facts emerge from the analyses. Firstly, international trade in services data from SARB or BMP5 are unreliable due to lack of bilateral trade flows and insufficient aggregation. In view of this, the study uses mirrored exports and imports data from US BEA. The data is consistent and disaggregated at a higher level than the SARB and BMP5 but there are still problems with lack of unit values and difficulty in concordance with national accounts data from STATSSA.
Secondly, South has an unfavourable trade balance in services with the US. There are however, sectors whose deficits have increased substantially in the recent past. A case in point is telecommunications sector. Thirdly, in terms of the ranking, tourism, transport and other private services are the leading exports and imports service sectors. Fourthly, although it is difficulty to discern trends in affiliated services due to unreported data, it is possible to see that there are more American affiliates in South Africa than South African affiliates in the US. Specifically, South African affiliates receive more from their US parents than the former receive from the latter's affiliates. In the same vein, payments to US parents by South African affiliates are more than payments to US affiliates by South African parents. Sixthly, it is important to disentangle HIIT from VIIT and "extended IIT" because theoretically they have different determinants and labour market adjustment consequences. However, this process is frustrated by the lack of appropriate data and it is because of this that the thesis constructs "total" South Africa-US IIT in services indices. These indices do not show the extent of horizontally (variety) differentiated, vertically (quality) differentiated and extended intra-industry trade flows. An attempt is made in Chapter 5 to infer whether HIIT or VIIT is the dominant form of differentiation by using IIT theories such as the CHO.
Seventhly, despite the data problems, IIT indices are computed while being cognisant of the need to minimise potential biases. In this regard, the indices are computed on a strict bilateral basis (South Africa Vs US) thus avoiding geographical aggregation bias.
Moreover, sectoral aggregation bias is minimised in most service sectors except travel, where IIT is calculated at the most aggregated level. It is assumed that the classification used by US BEA defines an "industry" in an economically meaningful way and does not artificially lump together services. It is also noted that real and nominal data leads to the same GL index since this index is homogenous of degree zero.
Chapter 4 basically builds on the descriptive analysis in Chapter 3 and analyses barriers to trade in services in South Africa and the US. This is important because services face a lot of market access (MA) and national treatment (NT) restrictions in most countries.
Although the study is concerned with barriers that inhibit South Africa-US IIT in services, the most favoured nation (MFN) principle implies that they affect all WTO members 13 .
13 Unless South Africa or the US has scheduled it as exempted under annex to Article II of the GATS (World Trade Organization, 2002:308) 
